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These synopses are intended only as aids to the reader in
identifying the subject matter covered. They may not be
relied upon as authoritative interpretations.

INCOME TAX

Rev. Rul. 98-41, page 6.

Employees’ trust’s unrelated business taxable in-
come. An employees’ trust's proportionate share of the in-
come of a common trust fund is unrelated business taxable
income (UBTI) to the extent that it would have been if the in-
vestment producing the income had been made directly by
the employees’ trust. Rev. Rul. 67-301 modified.

Rev. Rul. 98-42, page 5.

LIFO; price indexes; department stores. The June
1998 Bureau of Labor Statistics price indexes are ac-
cepted for use by department stores employing the retail
inventory and last-in, first-out inventory methods for valuing
inventories for tax years ended on, or with reference to,
June 30, 1998.

ADMINISTRATIVE

REG-209813-96, page 9.

Proposed regulations under section 671 of the Code define
widely held fixed investment trusts, clarify the reporting oblig-
ations of the trustees of these trusts and the middlemen con-
nected with these trusts, and provide for he communication of
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necessary tax information to beneficial owners of trust inter-
ests. A public hearing on the proposed regulations will be held
on November 5, 1998.

Notice 98-40, page 7.

Consolidated income tax returns. Treasury and the Ser-
vice intend to issue regulations under section 1502 of the
Code permitting taxpayers to elect not to apply the overall
foreign loss provisions under section 1.1502-9T of the In-
come Tax Regulations to consolidated return years begin-
ning before January 1, 1998. The notice also provides guid-
ance on how taxpayers can make the election.

Notice 98-45, page 7.

Definition of former Indian reservation in Oklahoma.
This notice provides the definition of “former Indian reserva-
tions in Oklahoma” for purposes of section 168(j)(6) of the
Code, as amended by the Taxpayer Relief Act of 1997.

Announcement 98-82, page 17.

This document provides notice of a public hearing on pro-
posed regulations, REG-251698-96, 1998-20 |.R.B. 14,
under section 1308 of the Code relating to the treatment of
corporate subsidiaries of S corporations. The hearing will be
held on September 9, 1998.



Mission of the Service

The purpose of the Internal Revenue Service is to collect
the proper amount of tax revenue at the least cost; serve
the public by continually improving the quality of our prod-

Statement of Principles
of Internal Revenue
Tax Administration

The function of the Internal Revenue Service is to adminis-
ter the Internal Revenue Code. Tax policy for raising revenue
is determined by Congress.

With this in mind, it is the duty of the Service to carry out that
policy by correctly applying the laws enacted by Congress;
to determine the reasonable meaning of various Code provi-
sions in light of the Congressional purpose in enacting them;
and to perform this work in a fair and impartial manner, with
neither a government nor a taxpayer point of view.

At the heart of administration is interpretation of the Code. It
is the responsibility of each person in the Service, charged
with the duty of interpreting the law, to try to find the true
meaning of the statutory provision and not to adopt a
strained construction in the belief that he or she is “protect-
ing the revenue.” The revenue is properly protected only
when we ascertain and apply the true meaning of the statute.

ucts and services; and perform in a manner warranting
the highest degree of public confidence in our integrity, effi-
ciency, and fairness.

The Service also has the responsibility of applying and
administering the law in a reasonable, practical manner.
Issues should only be raised by examining officers when
they have merit, never arbitrarily or for trading purposes.
At the same time, the examining officer should never hesi-
tate to raise a meritorious issue. It is also important that
care be exercised not to raise an issue or to ask a court to
adopt a position inconsistent with an established Service
position.

Administration should be both reasonable and vigorous. It
should be conducted with as little delay as possible and
with great courtesy and considerateness. It should never
try to overreach, and should be reasonable within the
bounds of law and sound administration. It should, howev-
er, be vigorous in requiring compliance with law and it
should be relentless in its attack on unreal tax devices and
fraud.



Introduction

The Internal Revenue Bulletin is the authoritative instrument
of the Commissioner of Internal Revenue for announcing offi-
cial rulings and procedures of the Internal Revenue Service
and for publishing Treasury Decisions, Executive Orders, Tax
Conventions, legislation, court decisions, and other items of
general interest. It is published weekly and may be obtained
from the Superintendent of Documents on a subscription
basis. Bulletin contents of a permanent nature are consoli-
dated semiannually into Cumulative Bulletins, which are sold
on a single-copy basis.

It is the policy of the Service to publish in the Bulletin all sub-
stantive rulings necessary to promote a uniform application
of the tax laws, including all rulings that supersede, revoke,
modify, or amend any of those previously published in the
Bulletin. All published rulings apply retroactively unless other-
wise indicated. Procedures relating solely to matters of in-
ternal management are not published; however, statements
of internal practices and procedures that affect the rights
and duties of taxpayers are published.

Revenue rulings represent the conclusions of the Service on
the application of the law to the pivotal facts stated in the
revenue ruling. In those based on positions taken in rulings
to taxpayers or technical advice to Service field offices,
identifying details and information of a confidential nature
are deleted to prevent unwarranted invasions of privacy and
to comply with statutory requirements.

Rulings and procedures reported in the Bulletin do not have
the force and effect of Treasury Department Regulations,
but they may be used as precedents. Unpublished rulings
will not be relied on, used, or cited as precedents by Service
personnel in the disposition of other cases. In applying pub-
lished rulings and procedures, the effect of subsequent leg-
islation, regulations, court decisions, rulings, and proce-

dures must be considered, and Service personnel and oth-
ers concerned are cautioned against reaching the same con-
clusions in other cases unless the facts and circumstances
are substantially the same.

The Bulletin is divided into four parts as follows:

Part 1.—1986 Code.
This part includes rulings and decisions based on provisions
of the Internal Revenue Code of 1986.

Part Il.—Treaties and Tax Legislation.

This part is divided into two subparts as follows: Subpart A,
Tax Conventions, and Subpart B, Legislation and Related
Committee Reports.

Part lll.—Administrative, Procedural, and Miscellaneous.
To the extent practicable, pertinent cross references to
these subjects are contained in the other Parts and Sub-
parts. Also included in this part are Bank Secrecy Act Admin-
istrative Rulings. Bank Secrecy Act Administrative Rulings
are issued by the Department of the Treasury's Office of the
Assistant Secretary (Enforcement).

Part IV.—Items of General Interest.

With the exception of the Notice of Proposed Rulemaking
and the disbarment and suspension list included in this part,
none of these announcements are consolidated in the Cumu-
lative Bulletins.

The first Bulletin for each month includes a cumulative index
for the matters published during the preceding months.
These monthly indexes are cumulated on a semiannual basis
and are published in the first Bulletin of the succeeding semi-
annual period, respectively.

The contents of this publication are not copyrighted and may be reprinted freely. A citation of the Internal Revenue Bulletin as the source would be appropriate.

For sale by the Superintendent of Documents, U.S. Government Printing Office, Washington, DC 20402.



Announcement Relating to Court Decisions

It is the policy of the Internal Revenuecertain regular Tax Court opinions. Thewill not follow the decision in disposing
Service to announce at an early dat8ervice has expanded its acquiesceno#cases involving other taxpayers. In ref-
whether it will follow the holdings in cer- program to include other civil tax casesrence to an opinion of a circuit court of
tain cases. An Action on Decision is thavhere guidance is determined to be helgppeals, a nonacquiescence indicates that
document making such an announcemerftil. Accordingly, the Service now may ac-the Service will not follow the holding on
An Action on Decision will be issued atquiesce or nonacquiesce in the holdingg nationwide basis. However, the Service
the discretion of the Service only on unef memorandum Tax Court opinions, agvill recognize the precedential impact of
appealed issues decided adverse to thell as those of the United States Districthe opinion on cases arising within the
government. Generally, an Action on DeCourts, Claims Court, and Circuit Courts/enue of the deciding circuit.
cision is issued where its guidance wouldf Appeal. Regardless of the court decid- The announcements published in the
be helpful to Service personnel workingng the case, the recommendation of aryeekly Internal Revenue Bulletins are
with the same or similar issues. Unlike action on Decision will be published in consolidated semiannually and annually.
Treasury Regulation or a Revenue Rulinghe Internal Revenue Bulletin. The semiannual consolidation appears in
an Action on Decision is not an affrma- The recommendation in every Actionthe first Bulletin for July and in the Cu-
tive statement of Service position. It is nobn Decision will be summarized as acMulative Bulletin for the first half of the
intended to serve as public guidance amgliescence, acquiescence in result only€ar, and the annual consolidation ap-
may not be cited as precedent. or nonacquiescence. Both “acquiesP®ars in the first Bulletin for the follow-

Actions on Decisions shall be reliedcence” and “acquiescence in result only!nd January and in the Cumulative Bul-
upon within the Service only as conclumean that the Service accepts the holdidgtin for the last half of the year. _
sions applying the law to the facts in thef the court in a case and that the Service The Commissioner ACQUIESCES in
particular case at the time the Action omill follow it in disposing of cases with the following decision:

Decision was issued. Caution should bthe same controlling facts. However, “ac-
exercised in extending the recommendayuiescence” indicates neither approval
tion of the Action on Decision to similarnor disapproval of the reasons assigned
cases where the facts are different. Morésy the court for its conclusions; whereas, Estate of Clara K. Hoover, Deceased,
over, the recommendation in the Actiorfacquiescence in result only” indicates Yétta Hoover Bidegain, Personal
on Decision may be superseded by nedisagreement or concern with some or all Representative v. Cor_nm|SS|one3i',
legislation, regulations, rulings, cases, oof those reasons. Nonacquiescence signi-69 F.3d 1044 (10th Cir. 1995)
Actions on Decisions. fies that, although no further review was Barry |I. Fredericks v. Commis-

Prior to 1991, the Service published acsought, the Service does not agree with sioner?
guiescence or nonacquiescence only ithe holding of the court and, generally, No. 96-7748 (3rd Cir. 1997)

McCormick v. Petersonl
CV93-2157 (E.D.N.Y. 1993),

1Acquiescence relating to whether the taxpayer was subject to the frivolous return penalty under section 6702.

2Acquiescence relating to whether the election of special use valuation under I.R.C. section 2032A precludes a valuasrirtttaatalount a minority interest
discount under section 2031.

3Acquiescence relating to whether the Court of Appeals erred in determining that the Service is equitably estopped fromaefying 872—-A to indefinitely
extend the period of limitations when the Service’s actions misled the taxpayer into believing that the form was not in effect.

August 31, 1998 4 1998-35 |.R.B.



Part I. Rulings and Decisions Under the Internal Revenue Code of 1986

Section 472.—Last-in, First-out Rev. Rul. 98-42 reference to, June 30, 1998.

Inventories . i
The following Department Store Inven_lnc-ir:ee Dzi):rtr?een;restso(r)?] Igvnearlltt_(;;yalPlglge_

tory Price Indexes for June 1998 were isénd ):10? de g 2p3 maior aro Iof de ar?s

sued by the Bureau of Labor Statistics. include (a) JOr groups ot depart-
ents, (b) three special combinations of

LIFO; price indexes; department The indexes are accepted by the Internﬁ!e maior aro oft aoods. durable
stores. The June 1998 Bureau of LaboRevenue Service, under § 1.472-1(k) o JOr groups - Soft goods, du
oods, and miscellaneous goods, and (c) a

Statistics price indexes are accepted fahe Income Tax Regulations and Rewv: )
store total, which covers all departments,

use by department stores employing thiéroc. 86—46, 1986-2 C.B. 739, for approihcluding some not listed separately, ex-

retail inventory and last-in, first-out in- priate application to inventories of depart—Ce ¢ for the following: candv. food
ventory methods for valuing inventoriesment stores employing the retail invenii Sor tobacco. and cogiract de yértmen’ts
for tax years ended on, or with referenceory and last-in, first-out inventory quior, ' P :

to, June 30, 1998. methods for tax years ended on, or with

26 CFR 1.472-1: Last-in, first-out inventories.

BUREAU OF LABOR STATISTICS, DEPARTMENT STORE
INVENTORY PRICE INDEXES BY DEPARTMENT GROUPS

(January 1941 = 100, unless otherwise noted)

Percent Change

Groups June June from June 1997
1997 1998 to June 1998
1 Piece GOOdS . ..ot 541.0 513.9 -5.0
2. Domesticsand Draperies . ...t 644.1 618.6 -4.0
3. Women's and Children's Shoes ............................. 651.0 659.3 1.3
4, MeNn's ShOES . . ... i 904.0 906.7 0.3
B.Infants’™Wear . ... .. 642.5 623.1 -3.0
6. Women'sUnderwear . .............cuuiiiiiniiiiiineeann 539.3 567.7 5.3
7. WomeN'sS HOSIEIY . . . ..o e e 295.7 308.3 4.3
8. Women'’s and Girls’ ACCESSOrES . . ...t 569.4 536.2 -5.8
9. Women's Outerwear and Girls"Wear ........................ 415.3 410.0 -1.3
10. Men'sClothing ........ . e 625.0 616.6 -1.3
11. Men's Furnishings . ... ... e 589.8 599.1 1.6
12. Boys'Clothing and Furnishings . ........................... 494.5 494.6 0.0
13, JeWelry . .o 1002.1 970.3 -3.2
14, NOLONS ..o 752.1 776.0 3.2
15. ToiletArticlesand Drugs . ...t 913.5 948.5 3.8
16. Furnitureand Bedding ... ............ .. . . . . 673.2 689.3 2.4
17. FIOOr COVEINNGS & oottt e e e e 592.4 604.0 2.0
18, HOUSEWAIES . ..ttt e e 808.1 818.6 1.3
19. Major Appliances . . . ...t 243.5 236.7 -2.8
20. Radioand Television . ............ i 76.2 71.9 -5.6
21. Recreationand Educatfon ... ..., 109.5 104.8 -4.3
22. HOme IMprovemems. . .. . ..ottt e 132.8 133.1 0.2
23. AULO ACCESSONIBS . . . o\ ettt e e e e e e e 108.0 107.2 -0.7
Groups 1—15: SoftGoods .. ...t 602.5 600.1 -04
Groups 16 — 20: Durable Goods . ...... ...t 465.9 463.6 -0.5
Groups 21 —23: MISC. GOORS. . . . ..ot 112.2 108.9 -2.9
Store Total . ... ... 554.8 550.7 -0.7

1Absence of a minus sign before percentage change in this column signifies price increase.
2Indexes on a January 1986=100 base.
3The store total index covers all departments, including some not listed separately, except for the following: candypfptat, lig

bacco, and contract departments.
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DRAFTING INFORMATION Rev. Rul. 98-41 The discussion of UBTI in Rev. Rul.

-~ . . . 67-301 is inconsistent with § 1.584—
The principal author of this revenue rul-  In Rev. Rul. 67-301, 1967-2 C.B. 1462((:)(3). Therefore, Rev. Rul. 67-301 is

ing is Stan Michaels of the Office of ~ an employees’ trust, formed undef ' oo 50 o0l s o ovees
Assistant Chief Counsel (Income Tax and 401(a) of the Internal Revenue Cod P proy

. y . . . _Trust’'s proportionate share of the income
Accounting). For further information ~ and exempt under § 501(a), invested N & o common trust fund is UBTI to the

regarding this revenue ruling, contact Mrcommon trust fund that is exempt under .. - . i \would have been if the in-

Michaels on (202) 622-4970 (not a toll- § 584. Rev. .Rul. 67-301 concludes, i o stment producing the income had been
free call). part, that the income of the common trus

fund is not unrelated business taxable inrpade directly by the employees' trust.

come (UBTI) in the hands of the employEFFECT ON OTHER REVENUE

Section 584.—Common Trust ees’ trust. RULINGS

Funds Section 1.584-2(c)(3) of the Income _ - _
Tax Regulations provides that for taxable Rev. Rul. 67-301 is modified, effective

26 CFR 1.584—-2: Income of participants in years beginning on or after September 2%or taxable years beginning on or after

common trust fund. 1980, any amount of income or loss of th&€ptember 22, 1980.

Emp|0yees’ trust’s unrelated busi- common trust fund that is included in thPDRAFTlNG INFORMATION
ness taxable incomeAn employees’ computation of a participant's taxable in-
trust’'s proportionate share of the incoméome for the taxable year shall be treated The principal author of this revenue

of a common trust fund is unrelated busias income or loss from an unrelated tradeiling is John Kramer of the Office of the

ness taxable income (UBTI) to the extener business to the extent that the amouissistant Chief Counsel (Passthroughs
that it would have been if the investmentvould have been income or loss from aand Special Industries). For further infor-
producing the income had been made dimnrelated trade or business if the investnation regarding this revenue ruling con-
rectly by the employees’ trust. Rev. Rulments of the common trust fund had beetact John Kramer on (202) 622-3060 (not
67-301 modified. made directly by the participant. a toll-free call).

August 31, 1998 6 1998-35 |.R.B.



Part Ill. Administrative, Procedural, and Miscellaneous

Effective Date of Consolidated March regulations. At the hearing and irtional) at (202) 622-3880 (not a toll-free

Overall Foreign Loss Provisions written submissions, commentators exeall).
pressed concern regarding the effective

Notice 98-40 dates contained in the January 1998 and

) ) March 1998 regulations with respect tdcormer Indian Reservations in

This notlc_e announces that Treas_uryhe overall foreign loss account provi-Qklahoma
and the Service intend to issue regulationg |\ ¢ Traag Reg. § 1.1502-9T. The
permitting taxpayers to elect to delay the , , o niators: principal concern was thablotice 98-45

egzﬁgxgddie:?h(:;g;?:l. Fngi.st§erlc;iEi](;2n_-9 hese effective dates resulted in adverse_l_h_s notice defines “former Indian
P g tax consequences not anticipated by tax- : : ! :

uary 12, 1998 (63 F.R. 1740), and modi- . : reservations in Oklahoma” for purposes
fied on March 16, 1998 (63 F.R. 12641). P2YErS With respect to business transati”e™ ¢o iy 63 of the Internal Revenue
On January 12, 1998, Treasury and thao"'S that occurred prior to the issuance ol |, ded by the T Relief
. Yy 1e - ! yan t%e January 1998 regulations. Treasur 0d€, as amended by the faxpayer Relie
Service published in thEederal Regis- é

. . Act of 1997 (the Act), Pub. L. No. 105—
. and the Service now believe that certai ’
ter final, temporary and proposed regulabf these consequences are inappropriate- 4, 111 Stat. 788.

tions (the *January 1998 regulations”) re- Accordingly, this notice announces thagACKGROUND

lating to limitations on the use of certainT v and the Service intend to i
tax credits and related attributes by corpo- casury a € Service intend o 1ssue

- -, - . regulations permitting taxpayers to elect Sections 13321 and 13322 of the Om-
':3:Ir(1)sns IZIlggnceorglso#%aazi U;Crgnllggtgxrégb-o'[ to apply Treas. Reg. § 1.1502-9T (theibus Budget Reconciliation Act of 1993,
lations relate t() the separate retur veraII.foreign loss account p_rov_isions) tdPub. L. No. 103—-66, 1993-3 C.B. 1, 146-
limitation year (“SRLY”) provisions for consolidated return years beginning beforéb1, amended the I_nt_ernal Revenue Code
general business credits, alternative mimJ_anuary 1, 1998. A taxpayer that choosd¥ addmg two provisions to th? Code to
mum tax credits, foreign tax credits and!"der the March 1998 regulations to applgstablish two Indian reservation-based
overall foreign loss accounts. The Jan e effective date provisions under théederal tax incentives. Section 45A gen-
ary 1998 regulations were generally apanuary 1998 regulations may also male@rally provides an Indian employment
plicable to consolidated return years b€ election under this notice. _ credit for certain wages and health insur-
ginning on or after January 1, 1997. To make the election under this noticeance costs paid or incurred by an em-

On March 16, 1998, Treasury and th@ taxpayer must write “Election Pursuanployer whose employees are enrolled
Service published in thEederal Regis- t© Notice 98-40" across the top of page members of an Indian tribe or the spouses
ter final, temporary, and proposed regula®f @n original or amended tax return foof enrolled members of an Indian tribe
tions (the “March 1998 regulations”)eaCh consolldated re@urn year _subject t\qho perform substanhall_y gll their ser-
modifying the effective date of the Janulhe election. For the first consolidated revices fo_r the taxpayer W|t_h|r_1 an Indian
ary 1998 regulations. The March 1994urn year to which the overall foreign losgeservation and have a prmupal_ place of
regulations provide that the provisions oProvisions of Treas. Reg. § 1.1502—-9®bode on or near such reservation. Sec-
the January 1998 regulations will applyaPPly (.., the first year beginning on ortion 168(j) generally provides more favor-
for consolidated return years for whicrafter January 1, 1998), such taxpayeable depreciation for qualified Indian
the due date (W|thout extensions) of thg]ust write “Notice 98—40 Election in Ef- reservation property (that iS, certain de-
income tax return is after March 13 fectin Prior Years” across the top of pagereciable property used predominantly in
1998. In lieu of applying this effectivel of the consolidated tax return for thathe active conduct of a trade or business
date, however, the March 1998 regulayear. For purposes of applying Treaswithin an Indian reservation and not regu-
tions permit a consolidated group tdReg. 8 1.1502-9T with respect to suckarly used or located outside the reserva-
choose to apply the effective date proviyear, any member with a balance in ation). Section 45A applies to wages and
sions under the January 1998 regulationgverall foreign loss account from a sepahealth insurance costs paid or incurred
The March 1998 regulations provide thatate return limitation year on the first dayafter December 31, 1993, in a taxable
taxpayers making this choice must applgf such year shall be treated as joining thgear that begins on or before December
all those effective date provisions for allgroup on such first day. 31, 2003. Section 168(j) applies to prop-
relevant years. Thus, under the March Treasury and the Service intend te@rty placed in service after December 31,
1998 regulations, such taxpayers are namend the regulations under section 1502993, and on or before December 31,
permitted to apply one provision of theto incorporate the guidance set forth i”2003.

January 1998 regulations.§.,the gen- this notice. Until the regulations are Section 45A(c)(7) states that the term
eral business credit effective date) andmended, taxpayers may rely on the guidindian reservation” has the meaning
not anotherd.g.,the foreign tax credit ef- ance set forth in this notice. given the term by § 168(j)(6). Section
fective date). For further information regarding this168(j)(6) (prior to its amendment by the

On May 7, 1998, a public hearing wasotice, contact Trina Dang of the OfficeAct) provided that, for purposes of

held regarding the proposed January araf Associate Chief Counsel (Interna8 168(j), the term “Indian reservation”

1998-35 |.R.B. 7 August 31, 1998



means a reservation, as defined in eitheral agreements, federal statutes, and Sewunty is not eligible (Beckham, Cana-
section 3(d) of the Indian Financing Actretarial Orders with the Oklahoma tribesdian, Cleveland, Ellis, Kay, Kingfisher,
of 1974, 25 U.S.C. § 1452(d), or sectiomhe Secretary of the Interior also has dd-ogan, Noble, Oklahoma, Pawnee and
4(10) of the Indian Child Welfare Act of termined that any lands within the boundPayne).
1978, 25 U.S.C. § 1903(10). Section 3(daries of the last treaties, Executive Orders,
of the Indian Financing Act of 1974 de-federal agreements, federal statutes, a
fines reservation to include “former In-Secretarial Orders with the Oklahoma The Arkansas-Oklahoma District of the
dian reservations in Oklahoma.” tribes are lands eligible for trust land stamternal Revenue Service will make avail-
Section 1604(c) of the Act (generallytus under 25 CFR Part 151. able a plain language description of the
effective as of January 1, 1994) amended The areas of Oklahoma located outsidgoundary for each split county. Written
the definition of “Indian reservation” the boundaries of the last treaties, Execylequests should include the name of the
under section 168(j)(6). Under thetive Orders, federal agreements, federalpplicable split county and be sent to the
amendment, only lands within the jurisstatutes, and Secretarial Orders with thellowing address: Internal Revenue Ser-
dictional area of an Oklahoma IndianOklahoma tribes are (1) the Cherokegice, 55 North Robinson Street, Mail Stop
tribe (as determined by the Secretary abutlet, (2) No Man's Land (also known as#030-OKC, Attention: RSC, Oklahoma
the Interior) that are recognized by suckhe Panhandle), (3) the historic Gree€ity, OK 73102. The plain language de-
Secretary as an area eligible for trust landounty, and (4) those former Seminolecription is also available on the Internet
status under 25 CFR Part 151 as in effeghd Creek domain lands in central Indiaat http://www.irs.ustreas.gov/prod/hot/
on August 5, 1997 (the date of enactyerritory that were deemed to be “unasatn/oklahoma.htm.

ment), are “former Indian reservations insigned lands.” The location of those areas

Oklahoma.” ; ; DRAFTING INFORMATION
in Oklahoma that are outside the bounGgONTACT

DETERMINATION OF SECRETARY aries of the last treaties, Executive Orders; o _ o
OF THE INTERIOR AS TO THE federal agreements, federal statutes, andThe pr|nc|pa| author of this notice is

MEANING OF FORMER INDIAN S.ecret.arial Orders with the Oklahoma Inwinston H. Doug|as of the Office of the
RESERVATIONS dian tribes can best be described in termsssistant Chief Counsel (Passthroughs
of entire present-day counties that are irand Special Industries). For further infor-
The Secretary of the Interior has detereligible (Alfalfa, Beaver, Cimarron, mation regarding this notice contact Mr.
mined that, for purposes of sectiorGarfield, Grant, Greer, Harmon, HarperDouglas on (202) 622-3110 (not a toll-
168(j)(6), lands that are within the juris-Jackson, Major, Texas, Woods, andree call). For information concerning the
dictional area of an Oklahoma IndiarWoodward) and present-day counties thdtoundaries, contact the Arkansas-Okla-
tribe are those lands within the boundarieare split by the boundaries, that is, part dioma District office on (405) 297-4690
of the last treaties, Executive Orders, fedhe county is eligible and part of the(not a toll-free call).

DITIONAL INFORMATION

August 31, 1998 8 1998-35 |.R.B.



Part IV. Items of General Interest

Notice of Proposed Rulemaking Colson, (202) 622-3060; concerning subrately by beneficial owners of trust inter-

and Notice of Public Hearing missions and the hearing, LaNita Varests. The collection of information is
Dyke, (202) 622-7180 (not toll-free num-mandatory. The likely respondents are

Reporting Requirements for bers). businesses and other for-profit institu-

Widely Held Fixed Investment tions.

Trusts SUPPLEMENTARY INFORMATION: Estimated total annual reporting bur-

; den: 2,400 hours.
Paperwork Reduction Act '
REG-209813-96 perw uet Estimated average annual burden hours

. The collection of information containedper respondent: 2 hours.
AGENCY: Internal Revenue Serwcein this notice of proposed rulemaking has Estimated number of respondents:
(IRS), Treasury been submitted to the Office of Managel,200.
ment and Budget for review in accor- Estimated annual frequency of re-
dance with the Paperwork Reduction Acsponses: Annually (but more often for a
of 1995 (44 U.S.C. 3507(d)). Commentsérust providing information to certain per-
SUMMARY: This document contains ©n the collection of information should besons on request).
proposed regulations that define widelpent to theOffice of Management and ~ An agency may not conduct or sponsor,
held fixed investment trusts, clarify theBudget, Attn: Desk Officer for the De- and a person is not required to respond to,
reporting obligations of the trustees opartment of Treasury, Office of Informa-a coIIectlor} of information unIes; it dis-
these trusts and the middlemen connectd@n and Regulatory Affairs, Washington,plays a valid control number assigned by
with these trusts, and provide for the comPC 20503, with copies to thiaternal the Office of Management and Budget.
munication of necessary tax informatiorR€VE€NUe ServiceAtin: IRS Reports Books or records relating to the collec-
to beneficial owners of trust interestsClearance Officer, OP:FS:FP, Washingtion of information must be retained as
This document also provides notice of 4N DC 20224. Comments on the colledong as their contents may become mater-
public hearing on these proposed reguléi-on of information should be received byjal in the administration of any internal
tions. October 13, 1998. Comments are speciffevenue law. Generally, tax returns and

cally requested concerning: tax return information are confidential, as

DATES: Written comments must be re- Whether the proposed collection of inrequired by 26 U.S.C. 6103.

ceived by, November 12, 1998. Reques{§rmation is necessary for the proper pers
to speak (with outlines of oral commentsformance of the functions of theternal
at a public hearing scheduled for ThursRevenue Servicejncluding whether the  This document contains proposed
day, November 5, 1998 at 10 a.m. must J&formation will have practical utility; ~ amendments to the Income Tax Regula-
submitted by October 15, 1998. The accuracy of the estimated burdefions (26 CFR part 1) under section 671.
associated with the proposed collection ofhe proposed amendments are to be is-
ADDRESSES: Send submissions toinformation (see below); sued under the authority of sections 671,
CC:DOM:CORP:R (REG-209813-96), How the quality, utility, and clarity of 6034A, 6049(d)(7), and 7805.
room 5228, Internal Revenue Servicethe information to be collected may be en- A fixed investment trust is an arrange-
POB 7604, Ben Franklin Station, Washhanced:; ment classified as a trust under
ington, DC 20044. In the alternative, sub- How the burden of complying with the§301.7701-4(c). Beneficial interests in
missions may be hand delivered betwegproposed collection of information maythese trusts are divided into units. The
the hours of 8 a.m. and 5 p.m. tobe minimized, including through the ap-Service treats these trusts as grantor trusts
CC:DOM:CORP:R (REG-209813-96),plication of automated collection tech-under section 671 and the owners of the
Courier's Desk, Internal Revenue Build-hiques or other forms of information techbeneficial interests, or units, as the
ing, 1111 Constitution Avenue, NW, nology; and grantors. See Rev. Rul. 84-10 (1984-1
Washington, DC. Alternatively, taxpayers Estimates of capital or start-up cost€.B. 155); Rev. Rul. 70-545 (1970-2
may submit comments electronically vieand costs of operation, maintenance, ar@B. 7); Rev. Rul. 70-544 (1970-2 C.B.
the Internet by selecting the “Tax Regspurchase of service to provide informa6); Rev. Rul. 61-175 (1961-2 C.B. 128).
option on the IRS Home Page, or by sufion. Under the proposed regulationsyalely
mitting comments directly to the IRS In- The collection of information in theseheld fixed investment trus a fixed in-
ternet site at http://www.irs.ustreas.govproposed regulations is in 81.671-4 of theestment trust in which any interest is
prod/tax_regs/comments.html. The publncome Tax Regulations. This informaheld by a middleman. For this purpose,
lic hearing will be held in room 2615, In-tion is required to enable holders of trusthe termmiddlemanincludes, but is not
ternal Revenue Building, 1111 Constituinterests to report items of income, dedudimited to, a custodian of a person’s ac-
tion Avenue, NW, Washington, DC. tion, and credit of a widely held fixed in-count, a nominee, and a broker holding an
vestment trust under section 671. This innterest for a customer in street name.
FOR FURTHER INFORMATION CON- formation will be used by the IRS toThe IRS and Treasury request comments
TACT: Concerning the regulations, Faithensure that those items are reported acoon the application and scope of these defi-
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nitions, including the appropriateness of amortgage investment conduit. Sedile with the IRS a Form 1099 under these
de minimis rule as to the number of mid§1.6049—-7. proposed regulations for a unit interest
dlemen. Under the proposed regulations, the rérolder must furnish to the unit interest
Interests in widely held fixed invest-sponsibility for information reporting lies holder a written statement providing the
ment trusts are often held in the stregarimarily with the person in the owner-holder with necessary tax reporting infor-
name of a middleman, who holds such inship chain who holds a unit interest for anation including: (1) the items of income
terests on behalf of the beneficial ownerdeneficial owner and is, therefore, in thédetermined in accordance with proposed
Thus, trustees frequently do not know theest position to communicate with, and&g1.671-4(j)(6)(i)), deduction, and credit
identity of the beneficial owners and argorovide tax information to, the beneficialof the trust attributable to the unit interest
not in a position to communicate necesowner. Thus, a brokerage firm that holdsolder; (2) if any trust asset has been sold
sary tax information directly to such own-a unit interest directly for an individual asor otherwise disposed of during the calen-
ers. Currently, there are no tax informa@ middleman will have the primary oblig-dar year, the portion of the gross proceeds
tion reporting rules specifically providing ation to report to the IRS and to provideelating to the trust asset which is attribut-
for the sharing of tax information amongax information to the individual. Simi- gble to the unit interest holder, the date of
trustees, middlemen, and beneficial ownarly, if a unit interest is held directly by sale or disposition of the trust asset, and
ers of these trusts. an individual and not through a middlethe percentage of that trust asset that has
On December 21, 1995, final regulainan, the trustee is to report to the IRS angken sold or disposed of; and (3) any
tions (T.D. 8633) under section 671, relatto provide tax information to the individ- other information necessary for the unit
ing to the information reporting require-ual. Information reporting generally isinterest holder to accurately report the in-
ments of grantor trusts, were published iROt required for interests held lxempt come, deductions, and credits of the trust
1996-1 C.B. 119. See §1.671-4. Whilgecipients. Middlemen and trustees, how-attriputable to the unit interest as required
drafting the final regulations, the IRS andVer, are to make trust tax informationnger section 671.
Treasury concluded that special reportingvailable upon request to exempt recipi- | addition, to enable unit interest hold-
requirements were needed for widely hel§NtS. ] ] ers to calculate gain or loss on the disposi-
fixed investment trusts but that such guid- APPropriate adjustments may be necesion of a trust asset, if a trust sells or dis-
ance fell outside the scope of the final reg@"Y t0 other information reporting rulesyoses of a trust asset during a particular
ulations. The preamble to the final regulal® Make them compatible with these progajendar year, the proposed regulations

tions stated that the IRS and Treasurg?Sed regulations. require the trustee or middleman to in-
anticipated providing guidance for thesg; 1, stee or Middleman to Report to theflude, with the statement to the holder, a
trusts in a separate project and invited |rs on Form 1099 schedule showing the portion (expressed
comments from interested taxpayers and as a percentage) of the total fair market

practitioners regarding such guidance. Under proposed 81.671-4(j)(2)(i)(A), avalue of all the assets held by the trust that
In developing these proposed regulatrustee must report to the IRS, on the aphe trust asset sold or disposed of repre-
tions, the IRS and Treasury have contirpropriate Forms 1099, the gross amousiented as of the last day of each quarter
ued to solicit comments from the publicof trustincome (determined in accordancehat the asset was held by the trust. It is
Comments were received from various inwith proposed §1.671-4(j)(6)(i)) attribut-contemplated that, in the absence of more
dustry members and practitioners, andble to a unit interest holder who holds aaccurate information, this information
these proposed regulations take sudhterest in the trust directly and notmay be used by the unit interest holder to
comments into account. The proposethrough a middleman. Similarly, underdetermine the percentage of the holder’s
regulations are intended to clarify the reproposed 81.671-4(j)(2)(i)(B), a middle-basis in its unit interest that the disposed
porting requirements of trustees and midnan must report for any unit interestsset represents, so that the holder may
dlemen and to ensure that beneficial owrfolder on whose behalf or account thealculate its gain or loss on the disposition
ers of trust interests receive accurate afiddleman holds an interest. (To complyf the asset.
timely tax reporting information. The With this requirement, middlemen may re- The IRS and Treasury welcome com-
IRS and Treasury welcome comments ofiuest the necessary tax information frorhents on whether the approach taken in
specific instances of industry practice thahe trustee. See the discussion below.) {Re proposed regulations to communicate
differ significantly from the framework of addition, the trustee or middleman is tonformation to enable the holder of a unit
these proposed regulations and on suggd§Port on the appropriate Form 1099 thgyterest to calculate its basis in a trust
tions to tailor the reporting requirement$ross proceeds from the sale or other digsset is effective, or whether a different

to account for those differences. position o_f a trust asset that is attributablgpproach' which continues to be consis-
_ o to the unit interest holder. Forms 1099ent with the taxation of grantor trusts,
Explanation of Provisions are not required for any unit interes{yoyld be more effective. In addition, the

- holder who is arexempt recipientas de- |Rs and Treasury invite comments on
A. General Framework of Reporting  fineq in proposed §1.671-4(j)(1). whether, for trusts consisting of fungible

Rules
_ _ _ C. Statements to be Furnished to the ~ @SS€tS, an approach other than the pro-
The information reporting framework Beneficial Owners of Unit Interests  P0S€d asset-by-asset approach for report-

in the proposed regulations is similar to ing sales and determining basis is admin-
that for regular interests in a real estate Every middleman or trustee required tostratively feasible or whether an

August 31, 1998 10 1998-35 |.R.B.



aggregate approach would be more approeipts and disbursements method of tasome generated by the trust assets (other
priate and on the manner in which such amccounting (cash method). Although @han from the sale or other disposition of
aggregate approach would be applied. trust must provide tax information to unittrust assets). Thus, in the case of a trust
) ) holders as if the trust were a cash methdtat receives a payment net of an expense,
D. Information to be Furnished to taxpayer, the trust must provide informathe payment must be grossed up to reflect
Middlemen by Trusts tion necessary for such holders to complihe deducted expense. Trustees must also
In general, information reporting is notWith the original issu.e.discourjt ruIe§ andhave_, and make ?vailable, information re-
required for unit interests held lzxempt other provisions requiring the inclusion ofgar_dlng _the trust’s af_fected expenses (as
recipients. To enable such persons to re_accru?d amounts regar_dless of thdefined in §1.67_—_2T(|)_(1)) for the calen—_
ceive necessary trust information, hOW[1olders method of acgoqntlng. The IRSjar year. In addmon, in the case (_)f a unit
ever, §1.671-4()(3)(iii) of the proposedand Treasury are continuing to study, annhteres? holder that is an affected investor
regulations provides that middiemen, ex\_/vglcome comments on, Whether Fo refas d_eflned in §1.67—2T(h)(1)), the trl_Js_tee
empt recipients, and certain other perso&“re trusts to provide tax reporting infor-or middleman must provide such unit in-

may request from the trust tax informamation to accommodate the differenterest holder with information regarding

tion for a calendar quarter, computed as ethods of accounting used by the ben¢he holder’s proportionate share of the

the last day of the quarter specified, or fo icial owners of a trust. trust's affected expenses for the calendar

a calendar year, computed as of Decem- In the case of a widely held fixed in-year.

ber 31 of the year specified. The tax revestment trust that holds a pool of debt in- The proposed regulations also require

porting information the trust is to makestrumep?s subject to section 12?2(a)‘ehe trgst to separately state any other item
available includes: (1) all items of in—(6)(C.)(”')’ the_proposed re.gullat|onsthat, |f.te'1ken into account separate!y by
come (determined in accordance withequire that mlddlgr_nen, unit mterespny unit mter_est_ _holder, could r_es.ult in an
proposed §1.671-4()(6)(i)), deduction,hOIderS’ exempt recipients, find no_ncalenncome tgx liability for that umt interest
and credit of the trust for the period Specic_ja_\r—year. t.axpa)_/ers be prowded_ with cemolder_d|fferent_ f_rom that which vyould
fied; (2) if any trust asset has been sold é@ln additional |r!format|o_n that is necestesult if Fhe qnlt interest holder did not
othérwise disposed of during the perio&?ry for compliance with th_e markettake the item into account separately. The
specified, the gross proceeds received oﬂscount rules and, where applicable, ;ed:RS and Tr_easury_ request_ comm_eljts on
the trust f,or the trust asset. the date of s fon 1272(a)(6) (as amer_lded by sectlov_vhether th|s requirement is admln_lstra—
or disposition, and the pe;centage of th %04 of the Taxpayer Relief Act of 1997 tively _feas@le in the context of a widely
trust asset th:;1t has been sold or dispos blic Law _105—3_4_, 111_Stat. 72_38, thgld fixed investment trust or .Whether. a
of; (3) the number of units outstanding o 97)): This a_lddmonal information in- different _approach, also consistent with
th;a last business day of the period Specc_Iudes information necessary to computthe taxation of grantor trusts, would be
dl) the accrual of market discount, includmore appropriate.

fied; and (4) any other information necesi—ng the type of information required under

sary for the unit _mterest holder_to accug 1.6049-7(f)(2)(i)(G) in the case of o Coordina_tion with Backup
rately report the income, deductions, an d Withholding Rules

credits attributable to the portion of the EMIC regular interest or a collateralize
trust treated as owned by the holder, as (debt obligation not issued with original - gection 1.671-4(j)(7) of the proposed

quired under section 671. In addition, if a - discount; and (2) the accrual of Origee gy ations contains provisions to coordi-

) . ; inal issue discount and market discounh : :
ate these regulations with the backu
trust asset is sold or otherwise disposed cluding the type of information requ"edwithholding rulgs. p

during the period specified, the trust musﬁnder §1.6049-7((2)(i)(E), (F), (1), and

provide a sqhedule showing the portio K) in the case of a REMIC regular inter-Proposed Effective Date
(expressed in terms of a percentage) Qf

. st or a collateralized debt obligation that i
the total fair market value of all the asset% issued with original issue discount. These regulations are proposed to

held by the trust that the asset sold or disr e IRS and Treasury request commenfPPly to calendar years beginning on or
posed of represented as of the last day EE whether similar information reportingaﬁer the date that final regulations are

each calendar quarter that the trust he quirements, for example, reporting oPublished in thé-ederal Register

the asset. information necessary to compute the aGSpeciaI Analyses
E. Special Rules crual of market discount, should be ex-
tended to widely held fixed investment It has been determined that this notice

A beneficial owner of a unit interesttrusts that hold instruments (or pools 0bf proposed rulemaking is not a signifi-
must report trust items consistent with thenstruments) not subject to sectiorcant regulatory action as defined in EO
owner’s method of accounting. See, e.g1272(a)(6)(C). 12866. Therefore, a regulatory assess-
Rev. Rul. 84-10. For administrative con- To enable a beneficial owner to complyment is not required. It is hereby certified
venience, and with the intent of beindully with section 671 and section 67that these regulations will not have a sig-
consistent with industry practice, how-{where applicable), §1.671-4(j)(6)(i) ofnificant economic impact on a substantial
ever, the proposed regulations require the proposed regulations requires theumber of small entities. This certifica-
trust to provide tax information as if theamount of trust income to be reported btion is based on the fact that the regula-
trust were a taxpayer using the cash rehe trustee to be the gross amount of itions generally clarify existing reporting
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obligations and are expected, for the mogtassed. Copies of the agenda will be (1) Definitions. For purposes of this
part, to have a minimal impact on indusavailable free of charge at the hearing. paragraph (j):

try practice. Thus, the regulations will _ _ Affected expensesThe termaffected
not result in a significant economic im-Drafting Information expensebas the meaning given that term
pact on any entity subject to the regula- 1, principal author of these regula-by 81.67-2T(i)(1).

tions. Further, the reporting burdens i@ions is Faith Colson, Office of Assistant Affected investorThe termaffected in-
these regulations will fall primarily on ~piaf counsel (Passthroughs and Specig?storhas the meaning given that term by
large brokerage firms, large banks, anﬂ1dustries). However, other personne$1.67—2T(h)(1).

other large entities acting as trustees Qf, .\ the IRS and Treasury Department Exempt recipientAn exempt recipient

middlemen, most of which are not smal articipated in their development. is any person described in paragraphs

entities within the meaning of the Regula- ()(2)(iv)(A) through (R) of this section.
tory Flexibility Act (5 U.S.C. chapter 6). *oxox ok Middleman. A middlemanis any per-
Thus, a substantial number of small enti- son who holds an interest in an arrange-

ties will not be affected. Therefore, a”foPosed Amendments to the Regulationg e ny ¢lassified as a trust under
Regullatory FleribillgyrAnalysis under the  Accordingly, 26 CFR parts 1 and 3018301.7701-4(c) of this chapter, and sub-
Regulatory Flexibility Act (5 U.S.C. 416 nronosed to be amended as follows: J€Ct to subpart E, part |, subchapter J,

chapter 6) is not required. Pursuant to chapter 1 of the Internal Revenue Code,
section 7805(f) of the Internal RevenudPART 1—INCOME TAXES on behalf of, or for the account of, another
Code, this notice of proposed rulemaking person, or who otherwise acts in a capac-

will be submitted to the Chief Counsel for Paragraph 1. The authority citation fo_fty as an intermediary for the account of
Advocacy of the Small Business AdminPart 1 is amended by adding an entry i, iher person, at any time during the cal-

istration for comment on its impact onumerical order to read as follows: endar year. A middleman includes, but is
Authority: 26 U.S.C. 7805 * * *

small business. ) X not limited to—
_ _ Section 1.671-4 also issued under 26 (i) A custodian of a person’s account,
Comments and Public Hearing U.S.C. 671, 26 U.S.C. 6034A, and 2§,y 45 a bank, financial institution, or
Before these proposed regulations ard:S:C- 8049(A)(7). brokerage firm acting as custodian of an

. . . Par. 2. Section 1.671-4 is amended .
adopted as final regulations, conS|derar—evisin aragraph (a) and addin ara_CC_QUm, _ _ . -
tion will be given to any written com- g paragrap gp (i) A nominee, including the joint

ments (a signed original and eight (ssgraph () to read as follows: owner o_f an account or instrument exc_ept
copies) that are submitted timely (in thes1.671-4 Method of reporting. if the joint owners are husband and wife;
manner described in the ADDRESSES and

caption) to the IRS. All comments will be (&) Portion of trust treated as owned by (iii) A broker (as defined in section
available for public inspection and Copy.the grantor or another persorkExcept as 6045(c)(1) and §1.6045-1(a)(1)) holding
ing. otherwise provided in paragraphs (b) andn interest for a customer in street name.
A public hearing has been scheduleff) of this section, items of income, deduc- Requesting personA requesting per-
for Thursday, November 5, 1998 at 1@ion, and credit attributable to any portiorsonis a person specified in paragraph
a.m., in room 2615, Internal Revenué®f a trust which, under the provisions ofj)(3)(iii)(A) of this section who is enti-
Building, 1111 Constitution Avenue, NW, subpart E (section 671 and following)tled to request from the trustee the infor-
Washington, DC. Because of access r@art |, subchapter J, chapter 1 of the Intemation specified in paragraph (j)(3)(ii) of
strictions, visitors will not be admitted be-nal Revenue Code, is treated as owned ltlyis section.
yond the Internal Revenue Building lobbythe grantor or another person are not re- Trustee. Trustemeans the trustee of a
more than 15 minutes before the hearingorted by the trust on Form 1041, but araidely held fixed investment trust.

starts. shown on a separate statement to be at-Unit interest holder. A unit interest
The rules of 26 CFR 601.601(a)(3)ached to that form. Paragraph (j) of thitiolderis any person who holds a direct or
apply to the hearing. section provides special reporting ruleindirect interest, including a beneficial in-

Persons that wish to present oral confor widely held fixed investment trusts.terest, in a widely held fixed investment
ments at the hearing must submit writte®ection 301.7701-4(e)(2) of this chaptetrust at any time during the calendar year.
comments by, November 12, 1998, angrovides guidance on how the reporting Widely held fixed investment trusf
submit an outline of the topics to be disfules in this paragraph (a) apply to an erwidely held fixed investment truist an

cussed and the time to be devoted to eaglionmental remediation trust. arrangement classified as a trust under
topic (signed original and eight (8) o o s §301.7701-4(c) of this chapter, and sub-
copies) by October 15, 1998. ject to subpart E, part I, subchapter J,

A period of 10 minutes will be allotted (j) Special rules applicable to widelychapter 1 of the Internal Revenue Code,
to each person for making comments. held fixed investment trustsThe report- in which any interest is held by a middle-
An agenda showing the scheduling oing rules contained in this paragraph (jjnan.
the speakers will be prepared after thapply to any widely held fixed investment (2) Form 1099 requirement for trustees
deadline for receiving outlines hadrust. and middlemen-(i) Obligation to file
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Form 1099 with the Internal Revenue Serolder that is an exempt recipient. How{3), or (4), is met at the time a unit interest
vice. Except as provided in paragraptever, if the trustee or middleman backupolder acquires an interest in the trust.
() (2)(iv) of this section— withholds under section 3406 on pay- (1) The name of the unit interest holder

(A) Every trustee must file with the In-ments made to a unit interest holder (besontains an unambiguous expression of
ternal Revenue Service the appropriateause, for example, the unit interestorporate status (that is, Incorporated,
Forms 1099 reporting the informationholder has failed to furnish a Form W-9nc., Corporation, Corp., P.C., (but not
specified in paragraph (j)(2)(ii) of thison request), then the trustee or middlemaBompany or Co.)) or contains the teirm
section with respect to any unit interests required to make a return under thisurance company, indemnity company,
holder who holds an interest in the trussection, unless the trustee or middlemarinsurance companyr assurance com-
directly and not through a middlemanyefunds the amount withheld in accorpany,or its name indicates that it is an en-
and dance with 831.6413(a)-3 of this chaptetity listed as a per se corporation under

(B) Every middleman must file with An exempt recipient is generally exemp8301.7701-2(b)(8)(i) of this chapter.
the Internal Revenue Service the apprdrom information reporting without filing  (2) The trustee or middleman has on
priate Forms 1099, reporting the informaa certificate claiming exempt status unlesfle a corporate resolution or similar docu-
tion specified in paragraph (j)(2)(ii) of the provisions of this paragraph (j)(2)(iv)ment clearly indicating corporate status.
this section with respect to any unit interrequire the unit interest holder to file aor this purpose, a similar document in-
est holder on whose behalf or account theertificate. A trustee or middleman maycludes a copy of Form 8832, filed by the
middleman holds an interest in the trust an any case require a unit interest holdaunit interest holder to elect classification
acts in a capacity as an intermediary.  not otherwise required to file a certificateas an association under 8301.7701-3(c)

(i) Information to be reported.he fol- under this paragraph (j)(2)(iv) to file aof this chapter.
lowing information must be reported tocertificate in order to qualify as an exempt (3) The trustee or middleman receives a
the Internal Revenue Service on the apecipient. See 831.3406(h)-3(a)(1)(iii)Form W-9 which includes an EIN and a
propriate Forms 1099— and (c)(2) of this chapter for the certifi-statement from the unit interest holder

(A) The name, address, and taxpayerate that a unit interest holder must prahat it is a domestic corporation.
identification number of the unit interestvide if a trustee or middleman requires the (4) The trustee or middleman receives a
holder; certificate in order to treat the unit interestvithholding certificate described in

(B) The name, address, and taxpaydrolder as an exempt recipient under thi§1.1441-1(e)(2)(i), that includes a certifi-
identification number of the person reparagraph (j)(2)(iv). A trustee or middle-cation that the person whose name is on
quired to file the form; man may treat a unit interest holder as ahe certificate is a foreign corporation.

(C) The amount of trust income (deterexempt recipient based upon a properly (B) Tax exempt organizationAny or-
mined in accordance with paragrapltompleted form as described inganization that is exempt from taxation
()(6)(i) of this section) attributable to the§31.3406(h)-3(e)(2) of this chapter, itsuinder section 501(a) is an exempt recipi-
unit interest holder for the calendar yeaactual knowledge that the unit interesént. A custodial account under section
for which the return is made; holder is a person described in this par&03(b)(7) shall be considered an exempt

(D) In the case of the sale or other disgraph (j)(2)(iv), or the indicators de-recipient under this paragraph. A trustee
position of a trust asset during the calerscribed in this paragraph (j)(2)(iv). Anyor middleman may treat an organization as
dar year, the portion of the gross proceedsnit interest holder who ceases to be amn exempt recipient under this paragraph
relating to the trust asset that is attributexempt recipient shall, no later than 1@j)(2)(iv)(B) without requiring a certificate
able to the unit interest holder; and days after such cessation, notify thé the organization's name is listed in the

(E) Any other information required by trustee or middleman in writing when itcompilation by the Commissioner of orga-
the Forms 1099. ceases to be an exempt recipient. For purizations for which a deduction for chari-

(iii) Time and place for filing Forms poses of this paragraph (j)— table contributions is allowed, if the name
1099. The Forms 1099 required to be (A) Corporation. A corporation, as de- of the organization contains an unambigu-
filed with the Internal Revenue Service byfined in section 7701(a)(3), whether doous indication that it is a tax-exempt orga-
trustees or middlemen pursuant to paranestic or foreign, is an exempt recipientnization, or if the organization is known to
graph (j)(2)(i) of this section must be filedin addition, for purposes of this paragraplthe trustee or middleman to be a tax-ex-
on or before February 28 of the year fol{j)(2)(iv), the term corporation includes aempt organization.
lowing the year for which the Forms 109%artnership all of whose members are cor- (C) Individual retirement plan.An in-
are being filed. The returns must be fileghorations described in this paragraphdividual retirement plan as defined in sec-
with the appropriate Internal Revenudj)(2)(iv), but only if the partnership files tion 7701(a)(37) is an exempt recipient.
Service Center, at the address listed in thvaith the trustee or middleman a properhA trustee or middleman may treat any
instructions for the Forms 1099. For excompleted form as described insuch plan of which it is the trustee or cus-
tensions of time for filing returns under§31.3406(h)-3(e)(2) of this chapter. Abtodian as an exempt recipient under this
this section, see §1.6081-1. For magnet&ent actual knowledge otherwise, a trustgeragraph (j)(2)(iv)(C) without requiring
media filing requirements, seeor middleman may treat a unit interesa certificate.

§301.6011-2 of this chapter. holder as a corporation (and, therefore, as (D) United States.The United States

(iv) Forms 1099 not requiredA Form an exempt recipient) if one of the requireGovernment and any wholly-owned
1099 is not required for a unit interestments of paragraph (j)(2)(iv)(A)(1), (2),agency or instrumentality thereof are ex-
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empt recipients. A trustee or middlemarrder (pursuant to 22 U.S.C. 288 through trustee or middleman may treat such an
may treat a person as an exempt recipieR88f). entity as an exempt recipient under this
under this paragraph (j)(2)(iv)(D) without (H) Foreign central bank of issueA paragraph (j)(2)(iv)(K) without requiring
requiring a certificate if the name of sucHoreign central bank of issue is an exemg certificate if the entity is known gener-
person reasonably indicates it is describe@cipient. A foreign central bank of issueally in the investment community to meet
in this paragraph (j)(2)(iv)(D). is a bank which is by law or governmenthe requirements of the preceding sen-
(E) State. A State, the District of Co- sanction the principal authority, othertence.
lumbia, a possession of the United Statethan the government itself, issuing instru- (L) Common trust fund.A common
a political subdivision of any of the fore-ments intended to circulate as currencyrust fund, as defined in section 584(a), is
going, a wholly-owned agency or instru-See §1.895-1(b)(1). A trustee or middlean exempt recipient. A trustee or middle-
mentality of any one or more of the foreiman may treat a person as a foreign ceman may treat the fund as an exempt re-
going, and a pool or partnership composedal bank of issue (and, therefore, as acipient without requiring a certificate pro-
exclusively of any of the foregoing are exexempt recipient) without requiring a cervided that its name reasonably indicates
empt recipients. A trustee or middlemanificate provided that such person ighat it is a common trust fund or provided
may treat a person as an exempt recipiekihown generally in the financial commu-that it is known to the trustee or middle-
under this paragraph (j)(2)(iv)(E) withoutnity as a foreign central bank of issue or ifman to be a common trust fund.
requiring a certificate if the name of suchts name reasonably indicates that it is a (M) Financial institution. A financial
person reasonably indicates it is describedreign central bank of issue. institution such as a bank, mutual savings
in this paragraph (j)(2)(iv)(E) or if such (I) Securities and commodities dealerbank, savings and loan association, build-
person is known generally in the commuA dealer in securities, commaodities, oling and loan association, cooperative
nity to be a State, the District of Columbianotional principal contracts that is regisbhank, homestead association, credit
a possession of the United States or a ptered as such under the laws of the Unitaghion, industrial loan association or bank,
litical subdivision or a wholly-owned States or a State or under the laws of @ other similar organization, whether or-
agency or instrumentality or any one oforeign country is an exempt recipient. Aganized in the United States or under the
more of the foregoing (for example, an actrustee or middleman may treat a dealer ésws of a foreign country is an exempt re-
count held in the name of “Town of S” oran exempt recipient under this paragraptipient. A financial institution also in-
“County of T” may be treated as held by(j)(2)(iv)(l) without requiring a certificate cludes a clearing organization defined in
an exempt recipient under this paragrapifthe person is known generally in the in81.163-5(c)(2)(i)(D)8) and the Bank for
O ) (v)(E)). vestment community to be a dealer meetaternational Settlements. A trustee or
(F) Foreign government.A foreign ing the requirements set forth in this paramiddleman may treat any person de-
government, a political subdivision of agraph (j)(2)(iv)(l) (for example, a scribed in the preceding sentence as an
foreign government, and any wholly-registered broker-dealer or a person listeekempt recipient without requiring a cer-
owned agency or instrumentality of eitheas a member firm in the most recent pulificate if the person’s name (including a
of the foregoing are exempt recipients. Aication of members of the National Assoforeign name, such as “Banco” or
trustee or middleman may treat a foreiguiation of Securities Dealers, Inc.). “Banque”) reasonably indicates the unit
government or a political subdivision (J)Real Estate Investment Trugtreal interest holder is a financial institution de-
thereof as an exempt recipient under thisstate investment trust, as defined in seseribed in the preceding sentence.
paragraph (j)(2)(iv)(F) without requiring ation 856 and §1.856-1, is an exempt recip- (N) Trust. A trust which is exempt
certificate provided that its name reasorient. A trustee or middleman may treat &rom tax under section 664(c) (i.e., a char-
ably indicates that it is a foreign governperson as a real estate investment truisable remainder annuity trust or a charita-
ment or provided that it is known to the(and, therefore, as an exempt recipientjle remainder unitrust) or is described in
trustee or middleman to be a foreign gowvithout requiring a certificate if the personsection 4947(a)(1) (relating to certain
ernment or a political subdivision thereois known generally in the investment comeharitable trusts) is an exempt recipient.
(for example, an account held in the nameaunity as a real estate investment trust. A trustee or middleman which is a trustee
of the “Government of V' may be treated (K) Entity registered under the Invest-of the trust may treat the trust as an ex-
as held by a foreign government). ment Company Act of 1940An entity empt recipient without requiring a certifi-
(G) International organization.An in- registered at all times during the taxableate.
ternational organization and any whollyyear under the Investment Company Act (O) Middlemen. A middleman, as de-
owned agency or instrumentality thereobf 1940, as amended (15 U.S.C. 80a—1fined in paragraph (j)(1) of this section, is
are exempt recipients. The teimterna- (or during such portion of the taxable yeaan exempt recipient.
tional organizationshall have the mean-that it is in existence), is an exempt recip- (P) Brokers. A broker, as defined in
ing ascribed to it in section 7701(a)(18)ient. An entity that is created during thesection 6045(c) and §1.6045-1(a)(1), is an
A trustee or middleman may treat a unitaxable year will be treated as meeting thexempt recipient.
interest holder as an international organregistration requirement of the preceding (Q) Real estate mortgage investment
zation without requiring a certificate if thesentence provided that such entity is soonduit. A real estate mortgage invest-
unit interest holder is designated as an imegistered at all times during the taxablenent conduit, as defined in section
ternational organization by executiveyear for which such entity is in existence860D(a), is an exempt recipient.
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(R) A widely held fixed investment (E) The amount of affected expenses of (i) By telephone;
trust. A widely held fixed investment the trust expressed both as a total dollar (i) By written statement sent by first
trust, as defined in paragraph (j)(1) of thimmount and as a dollar amount per undlass mail to the address provided by the
section, is an exempt recipient. outstanding on the last day of the periodequesting person;

(3) Trustee’s requirement to furnish in-requested,; (iii) By causing it to be printed in a
formation to middlemen, exempt recipi- (F) In the case of a widely held fixedpublication generally read by and avail-
ents, and noncalendar-year taxpayers investment trust that holds a pool of deldble to requesting persons and by notify-
() In general. The trustee must cause tanstruments subject to section 1272(a)ing the requesting person in writing or by
be printed in a publication generally read6)(C)(iii), the information required by telephone of the publication in which it
by and available to requesting persongaragraph (j)(6)(ii) of this section; will appear, the date on which it will ap-
the name, address, and telephone number(G) The number of units outstanding orpear, and, if possible, the page on which it
of a representative or official of the trusthe last business day of the period rewill appear; or
who will provide the information speci- quested; and (iv) By any other method agreed to by
fied in paragraph (j)(3)(ii) of this section (H) Any other information necessarythe parties.
to such persons. The trustee must provider a unit interest holder that is the benefi- (2) Time for furnishing the information.
the information in the time and mannecial owner of a trust interest to properlyThe trustee must furnish, or cause to be
prescribed in paragraph (j)(3)(iii)(C) ofreport the income, deductions, and credifsirnished, the information specified in
this section to requesting persons who rettributable to the portion of the trustparagraph (j)(3)(ii) of this section on or
quest the information in the manner pretreated as owned by the unit interedtefore the later of—
scribed in paragraph (j)(3)(iii)(B) of this holder under section 671. For this pur- (i) The 30th day after the close of the
section. pose, the trustee shall separately state apgriod for which the information was re-

(i) Information required to be re- trust item that, if taken into account sepaguested; or
ported. For each calendar quarter or calrately by a unit interest holder, could re- (ii) The day that is 2 weeks after the re-
endar year specified, the trustee mustult in an income tax liability for that unit ceipt of the request.
have available and provide, upon requestterest holder different from that which (4) Requirement of furnishing state-
the following information computed as ofwould result if the unit interest holder didment to unit interest holder(i) In gen-
the last day of the quarter, or computed amt take the item into account separatelyeral. Every trustee or middleman re-
of December 31 of the year specified—  (iii) Providing and requesting trust in- quired to file appropriate Forms 1099

(A) The name of the trust, the namdormation—(A) Requesting persons'lhe under paragraph (j)(2)(i) of this section
and address of the trustee of the trust, afidllowing persons that hold an interest irwith respect to a particular unit interest
the employer identification number of thea trust may request the information specholder must furnish to that unit interest
trust; fied in paragraph (j)(3)(ii) of this sectionholder (the person whose identifying

(B) The Committee on Uniform Secu-from that trust— number is required to be shown on the
rity ldentification Procedure (CUSIP) (1) Any middleman; form) a written statement showing the in-
number, account number, serial number (2) Any broker who holds a unit inter-formation required by paragraph (j)(4)(ii)
or other identifying number of the trust; est on its own behalf; of this section.

(C) All items of income (determined in  (3) Any other exempt recipient who (ii) Information required to be provided
accordance with paragraph (j)(6)(i) of thidholds an interest directly and not througlon written statement.The written state-
section), deduction, and credit of the trusg middleman; ment must specify for the calendar year
expressed both as a total dollar amount (4) Any noncalendar-year unit interesfor which the return is made the following
for the trust and as a dollar amount pdrolder who holds a trust interest directlynformation—
unit outstanding on the last day of the peand not through a middleman; and (A) The name of the trust and the
riod requested; (5) A representative or agent for a perCUSIP number, account number, serial

(D) If any trust asset has been sold aon specified in paragraphs (j)(3)(iii)(A)-number, or other identifying number for
otherwise disposed of during the periodl) through (4) of this section. the trust or unit interest;
requested, the gross proceeds received by(B) Manner of requesting information (B) The name, address, and taxpayer
the trust for the trust asset, the date of sal®m the trust. A requesting person mayidentification number of the person re-
or disposition of the trust asset, and theequest the information specified in paragquired to send the statement;
percentage of that trust asset that has begraph (j)(3)(ii) of this section in writing or  (C) All items of income (determined in
sold or disposed of. The trust must alsby telephone. The request must specifgccordance with paragraph (j)(6)(i) of this
provide a schedule showing the portiothe calendar quarters or years for whickection), deduction, and credit of the trust
(expressed in terms of a percentage) dfie information is needed. attributable to the unit interest holder;
the total fair market value of all the assets (C) Time and manner of furnishing in- (D) If any trust asset is sold, or other-
held by the trust that the asset sold or di$ermation—(1) Manner of furnishing in- wise disposed of during the calendar year,
posed of represented as of the last day fifrmation. The information specified in the portion of the gross proceeds relating
the quarter for each quarter that the assgaragraph (j)(3)(ii) of this section may beo the trust asset that is attributable to the
was held by the trust; furnished as follows— unit interest holder, the date of sale or dis-
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position of the trust asset, and the percentalendar quarter or calendar year spec®l.6049-7(f)(2)(ii)(E), (F), (1), and (K) in

age of that trust asset that has been soldfaad, any exempt recipient listed in parathe case of a REMIC regular interest or a

otherwise disposed of. A schedule showgraph (j)(2)(iv) of this section and anycollateralized debt obligation that is is-

ing the portion (expressed in terms of aoncalendar-year unit interest holder magued with original issue discount.

percentage) of the total fair market valueequest from the middleman who holds (7) Backup withholding requirements.

of all the assets held by the trust that thihe unit interest on behalf of, or for the acEvery trustee and middleman filing a

asset sold or disposed of represented asanfunt of, the unit interest holder, the inForm 1099 under this section shall be

the last day of the quarter for each quartdéormation listed in paragraph (j)(4)(ii)(A) considered a payor within the meaning of

that the asset was held by the trust musitrough (G) of this section computed as 0831.3406(a)—-2 of this chapter. The oblig-

be included with the statement; the last day of the calendar quarter specation of a trustee or middleman as payor
(E) In the case of a unit interest holdefied, or computed as of December 31 dfo backup withhold shall be determined

that is an affected investor, the affectethe year specified. The middleman mugtursuant to section 3406 and the regula-

expenses that are attributable to the urgirovide in writing or by telephone the in-tions promulgated thereunder.

interest holder; formation listed in paragraph (j)(4)(i)(A) (8) Penalties for failure to comply.
(F) In the case of a widely held fixedthrough (G) of this section to any such reEvery trustee and middleman who has a

investment trust that holds a pool of debquester on or before the later of the 45treporting obligation under this paragraph

instruments subject to section 1272(a)(6)day after the close of the period for whicl{j) and who fails to comply is subject to

(C)(iii), the information required by para-the information was requested, or that dathe penalties provided by sections 6721,

graph (j)(6)(ii) of this section; that is 4 weeks after the receipt of the r&6722, and any other applicable penalty
(G) Any other information necessaryquest. provisions.

for a unit interest holder to properly report (6) Special rules.For purposes of this  (9) Effective date. Trustees and mid-

the income, deductions, and credit attribparagraph (j): dlemen must report in accordance with

utable to the unit interest holder under (i) Determination of trust income. this paragraph (j) for calendar years be-

section 671. For this purpose, the trustéErust income is to be determined in thginning on or after the date that the final

or middleman, as the case may be, shdbllowing manner— regulations are published in tikederal

separately state any trust item that, if (A) The trust is to be treated as a calerRegister.

taken into account separately by any undar year taxpayer using the cash receiptsPar. 3. Section 1.6049-7 is amended by

interest holder, could result in an incomeand disbursements method of accountingdding a sentence to the end of paragraph

tax liability for that unit interest holder and (H(4) to read as follows:

different from that which would result if (B) The amount of trust income for the ] ) )

the unit interest holder did not take thealendar year is the gross amount of in31-6049—7 Returns of information with

item into account separately; and come generated by the trust assets (otH&SPeCt 0 REMIC regular interests and
(H) A statement that the items of in-than from the sale or other disposition of°llateralized debt obligations.

come, deduction, and credit and other irtrust assets). Thus, in the case of a trust X ok ok x ok

formation shown on the statement mughat receives a payment net of an expense,

be taken into account in computing théhe payment must be grossed up to reflect (f) >~ _ i

taxable income and credits of the unit inthe deducted expense. (4) * ** For rules regarding a widely

terest holder on the income tax return of (i) Widely held fixed investment trusf€!d fixed investment trust that holds a

the unit interest holder. holding pool of debt instruments subjecP©°! Of debt instruments subject to section
(iii) Due date and other requirementgo section 1272(a)(6)(C)(iii).In the case 1272(2)(6)(C)(iii), see 8§1.671-4().

with respect to statement required to bef a widely held fixed investment trust * ok k% %

furnished to the unit interest holdethe that holds a pool of debt instruments sub-

statement required to be furnished to thiect to section 1272(a)(6)(C)(iii), requestPART 301—PROCEDURE AND

unit interest holder under this paragraping persons, unit interest holders, exem@DMINISTRATION

())(4) for a calendar year must be furrecipients, and noncalendar-year taxpay- o

nished to the holder after April 30 of thaters must be provided, as required under Par- 4. The authority citation for part

year and on or before March 15 of thearagraphs ()(3)(ii)(F), (j)(4)(ii)(F), and 301 continues to read in part as follows:

year following the year for which the (j)(5), respectively, of this section, infor- Authority: 26 U.S.C. 7805 ** *

statement is being furnished. The persamation necessary to compute— Par. 5. Section 301.6109-1 is amended

sending the statement must maintain in its (A) The accrual of market discount, in-PY révising the last sentence of paragraph

records a copy of the statement furnisheduding the type of information required(®(2)(i) to read as follows:

to the unit interest holder for a periqd qf 3inder paragraphs §1.6049-7(f_)(2)(i)(G) iNg301.6109-1 Identifying numbers.

years from the due date for furnishinghe case of a REMIC regular interest or a

such statement specified in this paragraptollateralized debt obligation not issued (a) * * *

O (4). with original issue discount; and (2) * * * (i) * * * If the trustee has not
(5) Requirement that middlemen fur- (B) The accrual of original issue dis-already obtained a taxpayer identification

nish information to exempt recipients anadount and market discount, including theumber for the trust, the trustee must ob-

noncalendar-year taxpayerskFor each type of information required undertain a taxpayer identification number for
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the trust as provided in paragraph (d)(2Building, 1111 Constitution Avenue, NW, line of the oral comments/testimony to be
of this section in order to report pursuanéVashington, DC. The addresses of the r@resented at the hearing and the time they
to §1.671-4(a), (b)(2)(1)(B), (b)(3)(i), or mote teleconference sites are listed belowish to devote to each subject.

(j) of this chapter. under Supplementary Information. Each speaker (or group of speakers rep-

, resenting a single entity) will be limited to
Michael P. Dolan, FOR FURTHER INFORMATION CON- 10 minutes for an oral presentation exclu-

Deputy Commissioner of TACT: Mike Slaughter of the Regulationsg;jye of the time consumed by the question
Internal Revenue. Unit, Assistant Chief Counsel (Corpo-fom the panel for the government and an-

(Filed by the Office of the Federal Register onrate)’ (202) 622-7180 (not a tO”-freeswerS to these question.

August 12, 1998, 8:45 am., and published in th@UMDEr). Because of controlled access restric-

issue of the Federal Register for August 13, 1998, 63 ; ;
FR. 43354) SUPPLEMENTARY INEFORMATION: tion, attendees cannot be admitted be_yon
d the lobby of the Internal Revenue build-

The subject of the public hearing is pro: il 12:30 Hearing ti h
posed regulations under section 1308 dpg until 12:30 p.m. Hearing times at the

S Corporation Subsidiaries; the Internal Revenue Code. These prd®Mote teleconference sites will be con-
Hearing posed regulations (REG-251698-96) aF5:_urre.nt with the hearing in Washington,
peared in théederal Register(63 F.R. DC: (i€, 10am. PDT and 12 noon CDT)
Announcement 98-82 19864 [1998-20 |.R.B. 14]) on Wednes- Due to limited seating capacity at the
_day, April 22, 1998. remote teleconference sites, no more than
'_?GENCY: Internal Revenue Service, " hearing will be held in room 341112 people may be accommodated at any
reasury. of the Internal Revenue Building, 11110N€ time in each teleconference room.

Constitution Avenue, NW. Washington,Seating in the teleconference rooms will

ACTION: Notice of public hearing on .
P g DC, and in two teleconference sites listeQe made available based on the order of

proposed regulations.

below: presentations. IRS personnel will be
SUMMARY: This document provides Federal Building, Sth Floor available at the remote teleconference
notice of a public hearing on proposed Room 5003 sites to assist speakers in using the tele-
regulations relating to the treatment of 300 N. Los Angeles Street conference equipment.

The Service will prepare an agenda

corporate subsidiaries of S corporations. L0S Angeles, California _ ’
showing the scheduling of speakers and

In addition, this document announces that

persons wishing to testify who are outside RobertA. Young Building will make copies of the agenda available
the Washington, DC area, will be able to 2nd Floor, Conference Room free of charge at the hearing. Testimony
make their presentations from one of two 1222 Spruce Street will begin with the speakers at the remote
Internal Revenue Service remote telecon- St- Louis, MO 63103 teleconference sites in the following
ference sites. The rules of 8601.601 (a)(3) of theorder: Los Angeles, St. Louis, and will

“Statement of Procedural Rules” (26 CFRonclude with presentations by the speak-
DATES: The public hearing will be held part 601) shall apply with respect to theers in Washington, DC.

September 9, 1998, beginning at 1:0Qublic hearing. Persons who have sub- Cynthia E. Grigsby,
p.m. (EDT). Requests to speak and ouitted written comments within the time Chief, Regulations Unit,
lines of oral comments must be receivefirescribed in the notice of proposed rule-  Assistant Chief Counsel (Corporate).
by Wednesday, August 20, 1998. making and who also desire to present

oral comments at the hearing on the prdgiec by e Ofce o the Federa) Reister on
ADDRESSES: The public hearing will posed regulations should submit not Iatqgsge of the Federal 'Regis.ter.’forAugust 13. 1998, 63

be held in room 3411, Internal Revenu¢han Wednesday, August 20, 1998, an OutR. 43353.)
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Definition of Terms

Revenue rulings and revenue procedurgsdies to both A and B, the prior ruling isnew ruling does more than restate the
(hereinafter referred to as “rulings”) that modified because it corrects a publishedubstance of a prior ruling, a combination
have an effect on previous rulings use thgosition. (Compare wittamplifiedand of terms is used. For exampimodified
following defined terms to describe theclarified, above). and supersedediescribes a situation
effect: Obsoleteddescribes a previously pub-where the substance of a previously pub-
Amplified describes a situation wherelished ruling that is not considered deterished ruling is being changed in part and
no change is being made in a prior pubminative with respect to future transacis continued without change in part and it
lished position, but the prior position istions. This term is most commonly useds desired to restate the valid portion of
being extended to apply to a variation oin a ruling that lists previously publishedthe previously published ruling in a new
the fact situation set forth therein. Thustulings that are obsoleted because afiling that is self contained. In this case
if an earlier ruling held that a principlechanges in law or regulations. A rulingthe previously published ruling is first
applied to A, and the new ruling holdsmay also be obsoleted because the sulmodified and then, as modified, is super-
that the same principle also applies to Bstance has been included in regulatiorseded.
the earlier ruling is amplified. (Comparesubsequently adopted. Supplementeds used in situations in
with modified below). Revokedlescribes situations where thavhich a list, such as a list of the names of
Clarified is used in those instancegosition in the previously published rul-countries, is published in a ruling and
where the language in a prior ruling isng is not correct and the correct positiothat list is expanded by adding further
being made clear because the languagebeing stated in the new ruling. names in subsequent rulings. After the
has caused, or may cause, some confu-Supersededescribes a situation whereoriginal ruling has been supplemented
sion. It is not used where a position in éhe new ruling does nothing more tharseveral times, a new ruling may be pub-
prior ruling is being changed. restate the substance and situation oflashed that includes the list in the original
Distinguisheddescribes a situation previously published ruling (or rulings).ruling and the additions, and supersedes
where a ruling mentions a previouslyThus, the term is used to republish undel prior rulings in the series.
published ruling and points out an esserthe 1986 Code and regulations the same Suspendeds used in rare situations to
tial difference between them. position published under the 1939 Codshow that the previous published rulings
Modified is used where the substancand regulations. The term is also usewill not be applied pending some future
of a previously published position iswhen it is desired to republish in a singleaction such as the issuance of new or
being changed. Thus, if a prior rulingruling a series of situations, names, etcamended regulations, the outcome of
held that a principle applied to A but notthat were previously published over a pecases in litigation, or the outcome of a
to B, and the new ruling holds that it apfiod of time in separate rulings. If theService study.

o H E.O—Executive Order. PHC—Personal Holding Company.
Abbreviations 9 wompany

ER—Employer. PO—Possession of the U.S.

The following abbreviations in current use and for£R|SA—Employee Retirement Income Security Act.PR—Partner.
merly used will appear in material published in the

Bulletin. EX—Executor. PRS—Partnership.

o F—Fiduciary. PTE—Prohibited Transaction Exemption.
A—Indmdugl. FC—Foreign Country. Pub. L—Public Law.
Acq.—A(?qwescence. FICA—Federal Insurance Contribution Act. REIT—Real Estate Investment Trust.
B—Inleldu.a.I. FISG—Foreign International Sales Company. Rev. Proc—Revenue Procedure.
EE:I;Z:iTIc'ary' FPH—Foreign Per'sonal Holding Company. Rev. Rul:—Bevenue Ruling.
B.T.A—Board of Tax Appeals. F.R—Federal Register. S—Subsidiary.

C—individual. FUTA—Federal Unemployment Tax Act. S.P.R—Statements of Procedral Rules.
C.B—Cumulative Bulletin. FX—Foreign Corporation. Stat—Statutes at Large.

CFR—Code of Federal Regulations. G.C.M—Chief Counsel's Memorandum. T—Target Corporation.

Cl—City. GE—Grantee. T.C—Tax Court.

COOR—Cooperative. GP—General Partner. T.D—Treasury Decision.
Ct.D—Court Decision. GR—Grantor. TFE—Transferee.

CY—County. IC—Insurance Company. TFR—Transferor.

D—Decedent. |.R.B—Internal Revenue Bulletin. T.I.R—Technical Information Release.
DC—Dummy Corporation. LE—Lessee. TP—Taxpayer.

DE—Donee. LP—Limited Partner. TR—Trust.

Del. Order—Delegation Order. LR—Lessor. TT—Trustee.

DISG—Domestic International Sales Corporation. M—Minor. U.S.C—United States Code.
DR—Donor. Nonacg—Nonacquiescence. X—Corporation.

E—Estate. O—Organization. Y—Corporation.

EE—Employee. P—Parent Corporation. Z—Corporation.
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98-37, 1998-32 |.R.B

77-214
Obsoleted by
98-37, 1998-32 |.R.B

79-106
Obsoleted by
98-37, 1998-32 |.R.B&

83-113
Obsoleted by
98-37, 1998-32 |.R.B&

85-143

Obsoleted by

98-37, 1998-32 |.R.B&
88-8

Obsoleted by

98-37, 1998-32 |.R.B&

88-76

Obsoleted by
98-37, 1998-32 |.R.B&

1 A cumulative finding list for previously published

Obsoleted by
98-37, 1998-32 |.R.B&

93-5
Obsoleted by
98-37, 1998-32 |.R.Eb

93-6
Obsoleted by
98-37, 1998-32 |.R.B6

93-30
Obsoleted by
98-37, 1998-32 |.R.B5

93-38
Obsoleted by
98-37, 1998-32 |.R.B5

93-49
Obsoleted by
98-37, 1998-32 |.R.B

93-50
Obsoleted by
98-37, 1998-32 |.R.B&

93-53
Obsoleted by
98-37, 1998-32 |.R.B&

93-81
Obsoleted by
98-37, 1998-32 |.R.B&

93-91
Obsoleted by
98-37, 1998-32 |.R.B&

93-92
Obsoleted by
98-37, 1998-32 |.R.Bb

93-93
Obsoleted by
98-37, 1998-32 |.R.B6

94-5
Obsoleted by
98-37, 1998-32 |.R.B5

94-6
Obsoleted by
98-37, 1998-32 |.R.B5

94-30
Obsoleted by
98-37, 1998-32 |.R.B5

94-51
Obsoleted by
98-37, 1998-32 |.R.B&

94-79
Obsoleted by
98-37, 1998-32 |.R.Bb

95-2
Obsoleted by
98-37, 1998-32 |.R.B6

95-9
Obsoleted by
98-37, 1998-32 |.R.B5

items mentioned in Internal Revenue Bulletins
1998-1 through 1998-28 will be found in Internal

Revenue Bulletin 1998-29, dated July 20, 1998.
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97-37
Obsoleted by
98-39, 1998-33 |.R.Bt

1998-35

I.R.B.



Notes

1998-35 |.R.B. 21 August 31, 1998



Notes
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